MARULENG LOCAL MUNICIPALITY 



ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 

30 JUNE 2008 


I am responsible for the preparation of these annual financial statements, which are 
set out on pages 1 to 27 in terms of Section 126(1) of the Municipal Finance 
Management Act and which I have signed on behalf of the Municipality. 


I certify that the salaries, allowances and benefits of Councillors as disclosed in 
note 12 of these annual financial statements are within the upper limits of the 
framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Officer Bearers Act and the Minister of Provincial and Local 
Government’s determination in accordance with this Act. 


R J RAMOTHWALA 
MUNICIPAL MANAGER 
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MARULENG LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2008 


NET ASSETS AND LIABILITIES 

Net Assets 

Capital Development Fund 
Accumulated Surplus (Deficit) 

Non-current liabilities 

Long-term liabilities 
Consumer Deposits 

Current liabilities 

Provisions 

Current portion of long term liabilities 
Creditors 

Unspent conditional Grants and Receipts 

Total Net Assets and Liabilities 

ASSETS 

Non-current assets 

Property, plant and equipment 
Investments 


Note 

2 008 

2 007 


R 

R 


4 880 346 12 431 655 



6 769 274 3 450 293 



6 822 151 10 552 082 



Current assets 

Accounts receivables 

Deposits 

Bank and Cash 

Total Assets 


4 962 258 5 551 906 






Actual 



Note 

2008 

2007 



R 

R 

REVENUE 




Property Rates 


4 526 780 

4 754 267 

Property rates - penalties imposed and collection charges 



0 

Service charges 


3 585 679 

2 368 232 

Rental of facilities and equipment 


108 439 

94 264 

Interest earned - external investments 


1 035 860 

422 644 

Interest earned - outstanding debtors 



0 

Dividends received 



0 

Fines 



0 

Licences and permits 


439 

0 

Income for agency services 


0 

0 

Government grants and subsidies 


35 626 829 

29 842 496 

Other income 


874 723 

2 718 767 

Public contributions, donated and contributed property, 



0 

plant and equipment 



0 

Gains on disposal of property, plant and equipment 



0 

Total Revenue 


1 45 758 748| 

1 40 200 670 

EXPENDITURE 




Employee related costs 


18 288 056 

13 506 133 

Bad debts 


0 

0 

Refuse 


1 964 076 

983 293 

Depreciation 

Repairs and maintenance 


918 768 

1 290 183 

Interest on external borrowings 



0 

Bulk purchases 


918 412 

1 660 356 

Contracted services 


0 

0 

Contribution to fixed assets 


18 439 859 

7 450 285 

General expenses - other (including abnormal expenses) 
Contributions to / (transfers from) provisions 

Loss on disposal of property, plant and equipment 


12 502 258 

8 863 851 

Total Expenditure 


1 53 031 427| 

1 33 754 100 





NET SURPLUS / (DEFICIT) FOR THE YEAR 


1 -7 272 679| 

1 6 446 570 

Appropriation 


-278 630 

-145 668 



-7 551 309 

6 300 902 

Retained earnings beginning of the year 


12 378 255 

6 077 353 


Retained earnings end of the year 


4 826 946 


12 378 255 





2008 


2007 


2 


3 


4 


5 


6 


7 


LONG-TERM LIABILITIES 

Secured - 
DBSA 

Less: Current portion transferred to current liabilities 
DBSA 


Total External Loans 


Advanced by local authority loans fund for construction of Local Authority's office. 
The loan bears interest at 13,56% p.a. payable half yearly. Repayable over a 
period of 20 years. (Refer to Appendix B) 


CONSUMER DEPOSIT 

Water and Electricity 134 789 133 152 

134 789 133 152 


All consumers are required to pay a deposit for water services. Deposits are 
considered a long-term liability as they are only refunded once services are 
terminated. No interest is paid on the deposit held. 


PROVISIONS 

Leave 

Bonus 

Total Provisions 


The provision is an estimate of the amount due to staff at the reporting date. 


CREDITORS 


Trade creditors 

593 543 

843 205 

Unknown deposits 

1 184 705 

252 373 

Department of Transport 

177 429 

121 121 

Department of Public Works 

299 113 

- 

Vaue Added Tax 

480 151 

- 


2 734 942 

1 216 699 

UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Finance Management Grant 

629 506 

- 

Municipal Systems Improvement Grant 

56 805 

- 

MIG Grant 

- 

- 

Mopani District Municipality 

- 

- 

European Eunion 

1 196 669 

8 669 

RDP Housing Grant 

426 852 

911 758 

Community Workers Grant 

354 334 

354 334 

Total 

2 664 166 

1 274 761 


PROPERTY PLANT AND EQUIPMENT 

Fixed assets at the beggining of the year 

38 705 660 

31 271 875 

Capital expenditure during the year 

18 677 253 

7 450 285 

Asset taken up at R1 value 


0 

Less: assets written off, transferred or disposed during the year 

0 

-16 500 


57 382 913 

38 705 660 

Less: Loans redeemed and other capital receipts 

-56 824 950 

-38 385 091 


557 963 

320 569 


1 248 915 605 902 

121 250 121 250 

1 370 165 727 152 


320 569 

( 231 681) 

88 888 
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INVESTMENT 

Financial Instruments 


Call deposit 

6 250 511 

10 218 850 

32-Day notice deposit 

13 677 

12 663 

Total Fixed Deposit Investment 

6 264 188 

10 231 513 


ACCOUNTS RECEIVABLES 

Current Debtors 

6 716 606 

3 760 008 

Public Works - Waste removal 

317 265 

317 265 

Sundry Debtors 

160 417 

15 160 

Value Added Tax 


2 951 185 


7 033 871 

7 043 618 

Less: Provision for bad debts 

-2 444 582 

-2 444 582 

Total 

4 589 289 

4 599 036 

CASH AND CASH EQUIVALENT 

The Municipality has the following Bank Accounts 

Current account (Primary Bank Account) 

Standard Bank - Hoedspruit Branch 

Account Number: 033355487 

Cashbook balance at beginning of year 

847 395 

825 355 

Cashbook balance at end of year 

-424 562 

847 395 

Market link account 

Standard Bank - Hoedspruit Branch 

Account Number: 348213387 

Cashbook balance at beginning of year 

23 334 

3 475 874 

Cashbook balance at end of year 

25 282 

23 334 

RDP Housinq account 

Standard Bank - Hoedspruit Branch 

Account Number: 131789244 

Cashbook balance at beginning of year 

16 174 

3 951 814 

Cashbook balance at end of year 

17 193 

16 174 

LED Stone crushinq account 

Standard Bank - Hoedspruit Branch 

Account Number: 230115721 

Cashbook balance at beginning of year 

8 669 

15 356 

Cashbook balance at end of year 

-739 

8 669 

Licencinq Department account 

Standard Bank - Hoedspruit Branch 

Account Number: 330920146 

Cashbook balance at beginning of year 

44 645 

0 

Cashbook balance at end of year 

748 141 

44 645 

Float 

710 

710 

Petty cash 

2 

5 000 

Total Cash and Cash Equivalent 

366 026 

945 927 
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PROPERTY RATES 



Actual 


4 526 780 


4 754 267 
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SERVICE CHARGES 


13 


Saie of water 

2 233 337 

1 611 713 

Refuse removai 

1 180 569 

682 392 

Sewerage and Sanitation charges 

171 772 

74 160 


3 585 679 

2 368 265 

GOVERNMENT GRANTS AND SUBSIDIES 



Equitable shares 

18 560 216 

18 576 849 

MIG Grant 

13 067 175 

5 338 597 

FMG Grant 

85 209 

1 000 000 

MSIG Grant 

732 211 

734 017 

Mopani District Municipality 

3 182 018 

3 714 203 

European Union LED Grant 

0 

0 

Other grants 

0 

478 830 

= 

35 626 829 

29 842 496 

13.1 Equitable shares 



In terms of the constitution, this grant is used to subsidise the provision of basic 
service to indigent community members. 



13.2 MIG Grant 



Balance unspent at the beginning of the year 

0 

0 

Current year receipts 

13 067 175 

5 338 597 

Conditions met 

-13 067 175 

-5 338 597 

Conditions still to be met 

0 

0 

This grant was used to construct roads and sewerage infrustructure as part of the 
upgrading of informal settlement areas (included in the roads and sewerage votes in 
Appendix A). No funds have been withheld. 



13.3 FMG Grant 



Balance unspent at the beginning of the year 

214 715 

0 

Current year receipts 

500 000 

1 000 000 

Conditions met 

-85 209 

-1 000 000 

Conditions still to be met 

629 506 

0 

FMG grants are used to build capacity and improve the Financial Management 

Systems in the finance department. 



13.4 MSIG Grant 



Balance unspent at the beginning of the year 

55 016 

0 

Current year receipts 

734 000 

734 000 

Conditions met 

-732 211 

-734 000 

Conditions still to be met 

56 805 

0 

MSIG grants are used to improve Municipal Systems. 



13.5 Mopani District Municipality 



Balance unspent at the beginning of the year 

0 

0 

Current year receipts 

3 182 018 

3 714 203 

Conditions met 

-3 182 018 

-3 714 203 

Conditions still to be met 

0 

0 


This grant is used for free basic eiectricity, fuei for water tanks, subsidy for saiaries of 
empioyees from Bohiabela District Municipaiity and part-payment of Section 57 
Managers' saiaries. 



13.6 LED Grant 


Balance unspent at the beginning of the year 

8 669 

8 669 

Current year receipts 

1 188 000 

0 

Conditions met 

0 

0 

Conditions still to be met 

1 196 669 

8 669 

The LED projects grants are used to promote small, medium and micro enterprises. 

The grant is spent in accordance with a business plan approved by the donor. 



RDP HOUSING GRANT 



Balance unspent at the beginning of the year 

911 758 

2 538 542 

Current year receipts 

0 

0 

Conditions met 

-484 906 

-1 626 784 

Conditions still to be met 

426 852 

911 758 

The grant was for building RDP houses 

0 

0 

Community Workers Subsidy Grant 



Balance unspent at the beginning of the year 

354 334 

354 334 

Current year receipts 

0 

0 

Conditions met 

0 

0 

Conditions still to be met 

354 334 

354 334 

Total unspent Grants 

2 664 166 

1 274 761 


15 COUNCILLORS REMUNERATION 

Mayor 467295.96 407025 

Speaker 373 836 325 620 

Chief whil 350 472 305 268 

Members of Executive Committee 771 036 671 588 

Other council members 2 383 195 2 075 819 


4 345 835 3 785 320 


Opening balance 

Net profit (loss) for the year 

Appropriations for the year: 

Prior year deposits written off 

Prior year casting error by bank written off 

Salary expenses 

Prior year duplication in deposit slip written off 
Prior year receipt captured in current year 
Bad debt written off 

Prior year unspent grant taken to balance sheet 

Reversal of FMG recorded twice 

Unknown grant taken to balance 

Prior year expenses paid in current year 

RDP expenses - Prior year capitalised due to cash 

shortfall on fund, current year transferred to RDP fund 

Debtors own account written off 

Consumer deposit adjustment 

RD Cheques and credit refunds reversed 


12 378 255 6 077 353 

-7 272 679 6 446 570 

5 105 576 12 523 923 

-278 630 -145 668 
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CASH GENERATED BY OPERATIONS 


Surplus/(deficit) for the year after appropriations 

Adjustment for: 

-7 551 309 

6 300 902 

Interest received 

0 

422 644 

Capital charges 

- 

- 

Contributions to capital 

18 439 859 

7 450 285 

Movement in provision balance 

798 466 

23 504 


11 687 016 

14 197 335 


(INCREASE) / DECREASE IN WORKING CAPITAL 



(Increase) / Decrease in amounts receivable 

9 747 

-2 126 706 

Increase / (Decrease) in amounts payable 

3 318 981 

316 860 


3 328 728 

-1 809 846 



MARULENG LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


1 SIGNIFICANT ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared in accordance with the statements laid down by the Institute of 
Municipal Finance Officers in its code of practise for Local Government Accounting (1997) and the Published Financial 
Statements For Local Authorities. 

Financial Statements are prepared on the historical cost basis, adjusted of capital expenditure detailed in note 3. The 
accounting policies are consistent with those applied in previous years, except if otherwise indicated. 

The financial statements are prepared on accrual basis. Income is accrued when measurable and available. Certain direct 
incomes are recorded when received, such as traffic fines, certain licences and governmental grants. Expenditure is 
accrued in the year it is incurred. 

A summary of the significant accounting policies, which have been consistently applied are disclosed below. 


1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.4 PROPERTY PLANT AND EQUIPMENT 

Property plant and equipment are stated at historical costs while they are in existence and fit for use. 

Non substantial fixed assets are written off against income at the date of purchase and are controlled by an 
inventory 

Depreciation: The balance shwon against the heading "Loans Redeemed and other Capital Receipts" in the 
notes to the Balance Sheet is tantamount to a provision for depreciation, however, certain structural 
differences do exist. By way of this "provision" assets are written down over theor estimated useful life. Apart 
from the various council funds, assets may be acquired through: 

Appropriations from operating income, where the full cost of the asset forms 
immediate and direct charges against operating income, and therefore it is unneces- 
sary to make any further provision for depreciation. 

Grant or donation, where the amount representing the value of such grant or donation 
is immediately credited to the "Loans Redeemed and other Capital Receipts" account. 

All net proceeds from the sale of property are credited to the Land Trust Fund. Net proceeds from the sale 
of all other assets are credited to the Capital Development Fund. 

Fixed assets are financed from different sources, including external loans, operating income, endowments 
and internal advances. These loans and advances are repaid within the estimated lives of the assets 
acquired from such loans and advances. Interest is charged to the service concerned at the ruling interest 
rate applicable at the time the advance is made. 



MARULENG LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


1.6 


1.7 

1.8 

1.9 

1 . 9.1 

1 . 9.2 

1 . 9.3 

1 . 9.4 

1.10 

1 . 10.1 

1.11 

1 . 11.1 


RESERVES 

Capital Development Fund 

The balance of the Capital Development Fund are utlised to fund expenses of capital. 

No contribution has been made to the fund during the year under review. 

Stone Crushing Project Fund 

The Municipality instituted a community project for the stone crushing plant. All the revenue and expenses 
received and incurred by the project are allocated to the project. This fund is secured by a bank account in 
respect of the projects transactions. 


INVESTMENTS 
Financial Instruments 

Financial instruments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term 
deposits invested in registered commercial banks, are stated at cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an 
expense in the period that the impairment is identified 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or 
credited to the Statement of Financial Performance. 


ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. 

TRADE AND OTHER PAYABLES 

Trade and other payables are stated at their nominal value. 

REVENUE RECOGNITION 

Revenue from exchanged transactions 


Services charges relating to water are based on consumption. Meter are read on monthly basis and are recognised as 
revenue when invoiced. Provisional estimates of consumption are made monthly when meter reading have not been 
performed. The provisional estimates of consumption are recognised as revenue when invoiced. 


Service charges relating to refuse removal are recognised on monthly basis in arreas by applying the approved tarrif to 
each property that has improvements. Tarrifs are determined per catergory of property usage. 

Service charges from sewerage and sanitation are based on a number of sewerage connections on each developed 
property using the tarrif approved from council and are levied monthly. 

Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforcable. 


CONDITIONAL GRANTS AND RECEIPTS 


Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
Municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that 
the criteria, conditions or obligations have not been met a liability is recognised. 


CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are held 
with registered banking institutions with maturities of three months or less and are subject to an insignificant risk of change 
in value. 



MARULENG LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


1.11.2 For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks and investments in financial instruments, net of bank overdrafts. 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 
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MARULENG LOCAL MUNICIPALITY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash generated from operations 
(Increase) / Decrease in working capital 
Investment income 

Application of Funds 

(Decrease) in RDP Housing fund 

(Decrease) / Increase in Stone Crushing Project fund 

Increase in external loan 

CASH FLOWS FROM INVESTING ACTIVITIES 

Acquisition of fixed assets 
Assets defined and captured at R1 value 
(Increases) Decrease in Investment 
Net movement in asset financing activities 


Note 


2007 

2008 

R 

R 

13 979 884 

10 380 006 

11 687 016 

14 197 335 

3 328 728 

-1 809 846 

-1 035 860 

-422 644 

13 979 884 

11 964 845 

0 

-1 584 839 



CASH FLOWS FROM FINANCING ACTIVITIES 


-87 251 


10 870 


Increase in consumer deposits 

■ 

1637 

1 

1 

10 870 

(Decrease) / Increase in long term loans 

1 

-88 888 

1 

1 

0 


CASH UTILISED FOR THE YEAR -579 901 -7 327 582 

Cash and cash equivalents at the beginning of the year 945 927 8 273 509 

Cash and cash equivalents at the end of the year 366 026 945 927 






















